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A recent survey indicates that there was a general
easing of instalment credit terms from the time
regulation of maturities and down payments was
discontinued in June 1949 to the time it was re-
newed in September 1950. For most commodities
the regulatory terms established in September 1950
were as liberal as the average terms prevailing be-
fore Regulation W was reissued, or more so, while
the terms established on October 16 were consid-
erably more strict than the pre-regulation average.
Following the reinstatement of the Board's Regu-
lation W in September 1950, changes in the down
payment and maturity terms of instalment contracts
varied appreciably among commodities. This was
reflected in changes in the proportion of contracts
at or near the regulatory limits and in average
terms. These changes suggest that the maturity
limitation was a more important restraint than the
down payment requirement on instalment financing
of automobiles and residential repairs, while the
down payment limitation was the more important
restraint in the case of television sets, radios, house-
hold appliances, and furniture.
In the pre-regulation period there was consider-
able variation in average credit terms - among the
12 Federal Reserve Districts, but the effect of regu-
lation was to bring about greater uniformity.
With the reinstatement of consumer credit regu-
lation on September 18, 1950, it became desirable
to ascertain the pattern of instalment credit terms
existing prior to regulation so that ensuing changes
could be noted. Data on terms of actual contracts
covering all commodities subject to regulation were
collected for three intervals: April 1-September 17,
1950, the period immediately preceding regulation;
September 18-October 15, 1950, the initial period
of regulation; and October 16, 1950-February 1,
1 This article was prepared by Philip M. Webster of the
Consumer Credit and Finances Section of the Board's Division
of Research and Statistics. The basic data were obtained by
the Regulation W departments of the Federal Reserve Banks
in the course of their regular review of insta
]ment contracts
subject to Regulation W. Responsibility for initiating the
investigation was shared by Dale M. Lewis, formerly with the
Board's Division of Bank Operations and now with the
Federal Reserve Bank of St. Louis, Francis R. Pawley of
the Board's Division of Selective Credit Regulation, and
Donald M. Fort and Philip M. Webster of the Board's Divi-
sion of Research and Statistics.
1951, the period immediately following the tighten-
ing of requirements. Regulated commodities were
classified according to the following groups: new
automobiles; used automobiles; television sets,
radios, and household appliances; furniture; and
residential repairs, alterations, or improvements.
TREND OF TERMS, 1949-50
There was a general easing of instalment credit
terms in the first half of 1949 as a result of the suc-
cessive relaxation of the regulation then in force.
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Some further easing occurred following the expira-
tion of controls on June 30, 1949. Terms on instal-
ment contracts for new cars, which had averaged
45.0 per cent of the purchase price for down pay-
ments and 19.6 months for maturities during the
last three months of regulation, eased to 42.5 per
cent and 20.9 months by mid-1950. At this time
more than 10 per cent of the instalment contracts
for new cars specified maturities longer than the
former maximum limit of 24 months, and nearly
15 per cent specified down payments smaller than
the former minimum of one-third.
A similar general tendency toward liberalization
of instalment credit terms appears to have af-
fected contracts for used cars, television sets, radios,
and household appliances after discontinuance of
regulation on June 30, 1949. As was the case with
new cars, there was a reduction in average down
payment and a general lengthening of average
maturity.
EFFECT OF REGULATION ON INSTALMENT
CREDIT TERMS
In the absence of consumer credit regulation,
individuals are able, within the limits set by trade
practices, to adjust their instalment purchase plans
to meet their individual budget situations. The
combination of down payment and monthly pay-
ment chosen by an instalment purchaser may or
may not be the most stringent terms he could
afford. Moreover, the terms chosen may or may
not be the most liberal terms available; some may
2 For a report on terms prevailing in the first half of 1949,
see Milton Moss, "A Study of Instalment Credit Terms,"
Federal Reserve BULLETIN, December 1949, pp. 1442-49.
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choose more stringent terms in order to minimize
finance charges, limit the period of payment, or for
other reasons. Some purchasers may make a larger
down payment than necessary and take the longest
maturity available in order to obtain the lowest
possible level of monthly payments. Tables 1 and
2 show the wide variation in the terms of instal-
ment contracts during April 1-September 17, 1950,
before the reinstatement of regulation.
Instalment credit regulations that specify maxi-
mum repayment periods and minimum down pay-
ments narrow the range of terms available to poten-
tial instalment purchasers, who for purposes of
analysis may be considered in three broad groups.
TABLE 1
INSTALMENT CONTRACTS FOR CONSUMER DURABLE GOODS DURING THREE PERIODS, BY MATURITY AND DOWN PAYMENT
[Percentage distribution of contracts]
New Automobiles
Maturity (in months) and
down payment (as percent-
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Television Sets, Radios, and Household Appliances
Maturity under contract:

















Average down payment. . . .
Regulation W minimum



















































Maturity (in months) and
down payment (as percent-











Down payment under contract:










































































































































NOTE.—Following the reinstatement of Regulation W, a few instalment contracts carried terms more liberal than, the regu-
latory limits. These terms represented violations in some cases and in others applied to credit exempt from regulation.
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First, there are those who prefer and can afford to
obtain credit on terms even more restrictive than
the limits set by regulation. Secondly, there are
those who prefer easier terms than those permitted
but are not prevented from making credit purchases
by the stricter terms. Finally, there are those who
are temporarily unable to make instalment pur-
chases under the limits specified by regulation.
The first group should not be affected by credit
restrictions. The second group probably would
accept the most liberal terms available under regu-
lation, namely, the minimum down payment and
the maximum maturity. The third group would
be excluded from the instalment credit market
until their individual financial positions had been
strengthened by the accumulation of sufficient sav-
ings to meet the stricter terms.
Contracts at or near regulatory limits. Credit
control tends to increase the proportion of contracts
with terms at or near the regulatory limits more
than it does the proportion of contracts with more
stringent terms because of the acceptance of regu-
latory limits by purchasers who would prefer easier
terms. This type of change appears to have been
general with respect to maturities, as shown in
Tables 1 and 2. For example, after the establish-
TABLE 2
INSTALMENT CONTRACTS FOR RESIDENTIAL REPAIRS, ALTERA-
TIONS, OR IMPROVEMENTS DURING TWO PERIODS, BY
MATURITY AND DOWN PAYMENT
[Percentage distribution of contracts]
Maturity (in months) and down payment
(as percentage of contract price)
Maturity under contract:

























































1 No change in regulatory limits since Sept. 18, 1950.
ment of a 21-month maximum maturity for auto-
mobiles on September 18, 1950, new car instalment
contracts with maturities of 19-21 months were
more than half of all contracts whereas before regu-
lation there had been very few contracts in this
maturity group. While there were increases in
other maturity groups, they were much less
marked. The increased importance of maturities
at or near the regulatory maximum was more
clearly defined for automobiles and for residential
repairs, alterations, or improvements than for
the television-appliance group or furniture.
In the case of down payments, the tendency for
regulation to accentuate the increase in the propor-
tion of contracts specifying the required minimum
was apparent for the television-appliance group
and, after required down payments were increased
on October 16, for furniture. For automobiles and
residential repairs, however, the increase was great-
est among contracts with down payments in excess
of the required minimum.
This increase in the proportion of contracts with
down payments above the minimum for automo-
biles and residential repairs may have reflected the
desire of some consumers to reduce monthly pay-
ments by making larger down payments than were
required by regulation. For instance, a potential
instalment buyer of a new car who would have to
make larger monthly payments than he would find
convenient if he contracted on the basis of the
minimum permissible down payment, might decide
to save for a while or draw on available liquid
assets in order to make a down payment sufficiently
large to leave a balance which he could conveni-
ently pay within the maximum maturity allowed.
It may also be that, in the case of instalment sales
of automobiles, there was a shift to lower priced
models, in which case a given amount of cash or
trade-in would have resulted in a larger percentage
down payment. Also, trade-in allowances prob-
ably increased in October-November 1950. Adjust-
ments such as these would have caused a greater
increase in the proportion of instalment contracts
specifying down payments in excess of the mini-
mum than in the proportion of contracts having
down payments at the required minimum. The
presence of factors that operated in this direction
is suggested by the increase in the average down
payment on automobile sales following the Oc-
tober 16, 1950 shortening of the maximum ma-
802 FEDERAL RESERVE BULLETIN
Federal Reserve Bulletin: July 1951INSTALMENT CREDIT TERMS BEFORE AND DURING REGULATION
turity even though the regulatory minimum down
payment was unchanged.
These changes in maturity and down payment
distributions for the different commodity groups
indicate that shortening maturities has a more re-
strictive effect than increasing down payments for
automobiles and residential repairs, while the re-
verse is true for television sets, radios, household
appliances, and furniture.
Average maturities. Maximum maturities estab-
lished by regulation on September 18, 1950 for
new automobiles, television sets, radios, and appli-
ances were approximately the same as the respec-
tive average maturities under contracts written
in the pre-regulation period, but the regulatory
maxima for used cars, furniture, and residential
repairs were considerably longer than the pre-
regulation averages. During regulation, as is indi-
AVERAGE MATURITY ON INSTALMENT CONTRACTS
COMPARED WITH MAXIMUM MATURITY PERMITTED DY REGULATION W
Maturity in Months Maturity in Months
April 1 - Sept. 17.1950
Sept. 18 • Oct. 15.1950
Oct. 16,1950 - Feb. 1.195!
Maximum Maturity Permitted








NOTE.—There was no change after Sept. 18, 1950 in the
maximum maturity permitted for residential repairs, altera-
tions, or improvements.
cated in the accompanying chart, there was less
reduction in average maturities in the case of used
cars and furniture than in the case of new cars and
household appliances. There was a sharp decline
in average maturity of contracts for residential re-
pairs, notwithstanding the fact that the permitted
maturity was longer than the pre-regulation aver-
age. This decline is explained by the elimination
of maturities in excess of 30 months, which had
been nearly 43 per cent of all residential repair
contracts in the pre-regulation period.
Following the narrowing of regulatory limits on
October 16 there were further reductions in average
maturities for all types of regulated transactions.
Contracts for new and used automobiles were
affected in the greatest degree. Average maturities
for new car instalment contracts written after Octo-
ber 16 were more than 30 per cent shorter than the
average for contracts written in the period preced-
ing regulation. The corresponding reduction for
used-car contracts was 20 per cent. For television
sets, radios, and household appliances, average ma-
turities became more than 25 per cent shorter than
in the pre-regulation period. The average repay-
ment period was reduced less in furniture instal-
ment contracts than in contracts for the other com-
modities covered by the regulation.
The difference between the average repayment
periods for new and used automobiles was narrowed
by the limitation of instalment credit terms. In
mid-1950, shortly before the reinstatement of regu-
lation, the average maturity was nearly five months
shorter for used cars than for new cars. This
differential was reduced to about three months
during the initial period of regulation and to one
month after maturity requirements were tightened
on October 16. The narrowed differential indi-
cates that shortening the permitted maturity to
the same maximum for new and used automobiles
tended to be somewhat more restrictive with respect
to new cars than used cars. This follows from the
fact that considerations of durability and resale
value usually permit longer maturities for new cars
than for used cars.
Average down payments. Comparison of average
down payments before regulation with the regu-
latory minimum applied on September 18, 1950
indicates that the television-appliance group was
the only one with a pre-regulation average below
the initial requirement. Pre-regulation averages
were substantially in excess of the minimum re-
quired for automobiles and furniture and approxi-
mately the same as the initial requirement for resi-
dential repairs. After regulation the average down
payment increased more for the television-appliance
group and for residential repairs than for the other
commodity groups. It more than doubled for the
television-appliance group between the pre-regula-
tion period and the period following the first
amendment to the regulation on October 16, 1950.
Average down payments have been a much
larger proportion of purchase price for automobiles
than for other regulated commodities, as is shown
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AVERAGE DOWN PAYMENT ON INSTALMENT CONTRACTS
COMPARED WITH MINIMUM DOWN PAYMENT REQUIRED BY REGULATION W
Down Payment
Per Cent of Purchase Price
Down Payment
Per Cent of Purchase Price
H April I - Sept. 17, 1950
Sept. 18 - Oct. 15. 1950
Oct. 16, 1950 - Feb. 1. 1951
--- Minimum Down Payment Required
RESIDENTIAL REPAIRS,
FURNITURE IMPROVEMENTS
NOTE.—There was no change after Sept. 18, 1950 in the
minimum down payment required for automobile or for resi-
dential repairs, alterations, or improvements.
in the chart. The fact that this was particularly
true during the pre-regulation period illustrates a
basic difference in trade practices with respect to
automobile sales and sales of other goods. The
trade-in allowance, which the survey treated as
part of the down payment, is more prevalent in
automobile sales than in other instalment transac-
tions.
3
After the effective date of Regulation W, as
shown in the chart, the average down payment
for the television-appliance group was third largest
among all regulated commodities whereas prior to
regulation it had been fourth. The chart also
shows an increase in average down payments for
both new and used automobiles following the first
amendment to Regulation W. As has been indi-
cated before, this change may have reflected indi-
vidual and trade adjustments to the shortening of
maturities after terms were tightened in October.
RELATION OF DOWN PAYMENTS TO MATURITIES
Short repayment periods tend to be associated
with large down payments, whether or not there is
regulation of credit terms. As shown in Table 3,
this tendency is evident for all commodities. In
3 Regulation W takes account of this difference in trade
practices. It permits a trade-in allowance to be part of the
down payment in the case of automobiles but specifies the
cash payment of a percentage of the net price after deduction
of trade-in allowances in the case of other goods.
the period April 1-September 17, 1950, for example,
a down payment of more than one-third was spec-
ified in about 54 per cent of the used car instal-
ment contracts with a maturity of 12 months or
less and in only about 28 per cent of the contracts
with a maturity exceeding 24 months. This general
inverse relationship between down payment and
maturity was also indicated by the earlier survey
of instalment credit terms in 1949.
4
Within each maturity classification, the percent-
age of contracts specifying down payments in excess
of the regulatory minimum tended to increase
noticeably following the reinstatement of regulatory
limits on September 18, 1950, with the exception
of the 16-18 month maturity group for furniture.
For example, the proportion of used automobile
contracts in the 16-18 month maturity group that
had down payments exceeding the regulatory
minimum increased from less than 47 per cent in
'Ibid, p. 1448.
TABLE 3
CONTRACTS WITH DOWN PAYMENTS LARGER THAN REGU-
LATORY MINIMUM EFFECTIVE OCTOBER 16, 1950 AS
PERCENTAGE OF ALL CONTRACTS IN EACH
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1 Effective Oct. 16, 1950, minimum down payments for new and
used automobiles were 33
 lA per cent, for television sets, radios,
and household appliances 25 per cent, and for furniture 15 per cent.
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the pre-regulation period to nearly 60 per cent in
the September 18-October 15 period. This probably
reflects primarily the stronger asset position of per-
sons who could afford to buy on the instalment plan
following the reissuance of Regulation W, but it
may also reflect increased trade-in allowances, a
shift to lower priced models, and attempts to
moderate the effect of the large monthly payments
resulting from the shorter permitted maturities by
increasing the down payment made at the time of
purchase.
DISTRICT VARIATIONS IN INSTALMENT CREDIT TERMS
Average down payments and average maturities
of instalment contracts for all commodities now
subject to consumer credit regulation varied con-
siderably among the 12 Federal Reserve Districts
before Regulation W was reinstated. As is shown
in Table 4, in the pre-regulation period average
maturities for new car instalment contracts ranged
from a low of 17.7 months in the Minneapolis
District to a high of 23.3 months in the San
Francisco District. These variations reflected sub-
stantial differences in trade practices with respect to
maturities. Thus, in the San Francisco District
maturities in excess of 24 months were specified in
about 37 per cent of all the instalment contracts
for new cars written during the pre-regulation
period whereas the corresponding percentage for
TABLE 4
AVERAGE TERMS OF INSTALMENT CONTRACTS FOR REGULATED COMMODITIES DURING THREE PERIODS
BY FEDERAL RESERVE DISTRICT
Commodity and average terms (maturity
in months and down payment as
percentage of purchase price)
New automobiles—
Apr. 1-Sept. 17, 1950:
Maturity
Down payment
Sept. 18-Oct. 15, 1950:
Maturity
Down payment




Apr. 1-Sept. 17, 1950:
Maturity
Down payment
Sept. 18-Oct. 15, 1950:
Maturity
Down payment
Oct. 16, 1950-Feb. 1, 1951:
Maturity
Down payment
Television sets, radios and household
appliances—•
Apr. 1-Sept. 17, 1950:
Maturity
Down payment
Sept. 18-Oct. 15, 1950:
Maturity
Down payment




Apr. 1-Sept. 17, 1950:
Maturity
Down payment
Sept. 18-Oct. 15, 1950:
Maturity
Down payment
Oct. 16, 1950-Feb. 1, 1951:
Maturity
Down payment
Residential repairs, alterations or im-
provements—
Apr. 1-Sept. 17, 1950:
Maturity
Down payment










































































































































































































































































































































































































1 No change in regulatory terms since Sept. 18, 1950.
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the nation as a whole was slightly less than 11 per
cent.
While variations in average terms among the
districts were evident for all commodity groups, no
one district had the most liberal or the most strin-
gent instalment credit terms for all goods. For
example, the San Francisco District had the longest
average maturity for new cars in the pre-regulation
period, but the New York District had the most
liberal average maturity for used cars. It appears
that districts with average maturities longer than
those for the nation as a whole also tended to have
average down payments smaller than the national
average.
The general pattern of district variation in terms
during the pre-regulation period tended to continue
after credit regulation was imposed on September
18, 1950. After terms were tightened on October
16, 1950, although the district pattern was still
evident, the range of variation narrowed substan-
tially for maturities but changed little for down
payments.
NEW POSTAL MONEY ORDER PROCEDURE
A new type of postal money order and collec-
tion procedure became effective July 1, 1951. The
new procedure will greatly simplify the handling
of postal money orders by banks as well as by
the Post Office Department.
The new orders will be handled like checks and
it is expected that a large volume of them will
be cleared through the banking system. The new
orders are not drawn on any particular post office
and may be cashed at any post office or cleared
through a bank within one year from date of issue.
The post office fee for cashing an order at other
than the office on which drawn, or at which issued,
is not applicable to these orders.
The new type of orders, whether cashed at post
offices or cashed at or deposited with banks, will
ultimately be deposited with a Federal Reserve
Bank or branch, which, after processing the orders,
will charge them to the account of the Treasurer
of the United States and turn them over to the
regional accounting office of the Post Office Depart-
ment in the Federal Reserve city of the district.
The new orders are printed on tabulating cards,
pre-punched to designate a serial number and one
of the twelve regions established by the Post Office
Department and conforming generally to the Fed-
eral Reserve districts. Special punch-proof ma-
chines have been developed and installed at the
Federal Reserve Banks and branches for handling
these orders. These machines will in one opera-
tion: list the amount on tapes, punch the amount
in the order, and automatically sort the orders
according to the twelve Post Office regional account-
ing offices. Thereafter the accounting and auditing
operations at the Post Office Department will be
handled on punch card tabulating equipment.
The plan was developed by the Post Office De-
partment, the Treasury, and the Comptroller Gen-
eral under the continuing program to improve
accounting procedures in the Federal Government.
Representatives of the American Bankers Associa-
tion and the Federal Reserve cooperated with rep-
resentatives of the three Government agencies in
the development of the program.
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